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ON THE 

STftfllTS SETTIiEWlitrS G0I^{^EftCY SCHEJWE. 

THE INITIAL MISTAKE AND THE POSITION. 

Intrndnctonj. — After tea years of discussion about the necessity of fixity of 
exchange, a Gommittee was appointed: to report on the Straits Settlements Cur- 
rency. The scheme of that Committee was published at Singapore on the 7th 
of May, and on the 29th of May was adopted /» Woe by the Legislative Council. 
ICliere had been no local discussion of the scheme. 

A strong conviction exists locally, and chiefly amongst the staunchest advo- 
cates of tixity, that a serious misunderstanding has led the Committee to wrong 
conclusions, pregnant with harm to the Colony directly and to British trade 
indirectly. 

Tlu'^ Origin, of the. ^HHnntlefatandinii . — The misunderstanding begins with the 
way the trade figures put before the Committee were made up. All the trade 
figures submitted to the Committee lump the whole of the trade together instead 
of, as it should have been, distinguishing between hinterland and ordinary trade. 

The figures, on which the Committee had to go, were roughly thus : — 
Trade with all Gold countries-' ... 327 millions. 
Do. Silver do. 222 do. 

But the figures, it is held, should have been roughly thus : — 

Ordiiianj Tnidi:. 

"With Gold icountries .... ... 240 millions. 

Do. Silver dc. (China) ... 50 do. 

Hinterland Trade. 

With Gold cou;ntries(considering already 
Siam, Philippines and Cochin - 
China as such) .... ... ... 137 millions. 

With Silver countries ... ... 154 ,, 

Thus of the Hinterland trade, (which is the trade mainly to be concerned about) 
the trade with Silver countries is larger than that with Gold countries. 

The Ordinary Trade, — The ordinary trade is the kind ■ of trade vi^hich in all 

former currency reforms has been the only trade which had to be considered. It 
is analogous for instance to the usual statistically reported trade of India, namely, 
the Imports and Exports of India through its ports, as distinct from its internal 
trade inland from and to the ports. 

That class of trade, aggregating as above 290 millions, is estimated roughly 
to consist yearly of 130 jnillions Imports and 160 millions Exports. 

This portion of the trade, consisting mainly of large transactions, is, with 
the exception of China, all carried on with countries having the Gold Standard, and 
has adapted itself thoroughly to cope successfully with all questions of exchange, 
feasible through a complete Banking Machinery existing for this portion, which is 
not equally the case with the rest. Everything is therefore in order under the 
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scheme, as regards the whole of the ordinary trade. In fact, there need not be 
much fear for that trade, under any scheme whatever. 

Th,' Hintniand rnnle .— It is in the Straits problem that this class of trade had 
to be considered in its present form for the first time, in a Currency Eeform. 

In all precedents, this class of trade was " the country itself", for which the 
change had to be designed. It is like the trade of the City with the rest of London. 
Were a comparison intended with India in order to get into line with the change 
in India, Bombay and Calcutta would have to be looked upon as " the Straits 

Settlements," the trade of Calcutta and Bombay with India as " the Straits 

Hmterland trade." 

The trade of the Straits rests solely on that hinterland trade, and requires 
therefore the most careful consideration. The issue has, it is believed, been ob- 
scured through the way the trade figures were presented, and it may be due to this 
that the Committee did consider part of the Hinterland trade as not coming within 
the scope of their enquiry. 

The Committee spads. In the case of the Straits, the Committee could not 
and perhaps have not realised from the figures that they had to deal with, hinter- 
land and ordinary trade mixed up. The way they refer in one sentence of their 
Eeport to" China aiid the otlier Silver countries " (as if the two were alike) tends to 
confirm this. In an analogous case, they incidentally laid down how Hinterland 
trade ought to be treated in a like change of currency. 

The Straits hinterland trade is similar to the trade of Hongkong and the 
Treaty ports with China. And as regards Hongkong and the Treaty ports, the 
Committee speak. They most unequivocally warn the China ports against any 
change in currency unless together with China (Appendix 42) . The Straits are 
in the same position, but the advice is exactly the opposite. 

The Straits Hinterhnd Import Trade. — The hinterland trade is calculated to 
consist of a total of 291 millions, of which 153 represent Imports, 138 Exports. 

The 153 millions Imports are the Eastern produce bought from the 
Hinterland by the Straits. There need not be the same uneasiness for this part 
of the Straits trade under the Committee's scheme. This class of trade is in all its 
stages done on the Cash system, and is not so much exposed to any dangers arising 
from the fluctuation in exchange or change in currency. 

Ohjrrtiniis of Committee sfronrjer in the ensn of the Straits Hinterland than in the case 



of China Ports. The cunsiderations due to the Straits Hinterland Export trade 

calculated as 138 millions, are stronger in the case of the Straits than of Hong- 
kong _ and the Treaty ports. Because this trade is carried on in the Straits under 
peculiarities which do not equally prevail in the distributing ports for China. 

The following are some of the peculiarities : — 

(V. The trade relations are of an exceptionally close nature, because these 
adjoining countries from the trade of ^^•hich the Straits derive 
their prosperity, practically import all they consume and export all 
they produce, and not as in the case of India and China, mostly 
Balances only. 

/'. The export trade with these countries is practically all indirect, being 
carried on by the Chinese middleman residing in the Straits. 

('. Further, the export trade estimated at 138 millions, is conducted to 
the greatest extent in all its stages on the credit system. The 
Chinese middleman gets indebted to the European Merchant, 
and sells again on credit to the trader or consumer domiciled in the 
hinterland countries. The avernge length of credit will, if taken 
as 3 months, not be considered as overestimated, giving an estimate 
lor total external indebtedness to the Straits of 34 millions. 



The apprehensions arise in the first line as regards the external indebtedness 
which is ruled by these peculiarities. For the adjustment no adequate banking^ 
machinery exists, the middleman is often totally ignorant, chapter and verse, as re- 
gards the matter of standard and Exchange, while this trade consists of a proportion- 
ately immense number of transactions, many of which, though small as measured 
with the volume of the whole trade, are of the greatest relative importance to the 
individual. 

Objections do not apply to a part of the HiitterJand Export Trade. — To those 

countries of tlie hinterland, which are selected by the Committee to go with the 
3tra:its in the change, the Committee's objections do not equally apply, nor to those 
which have already the Gold Standard or are about to get it. They account together 
for 105 out of the estimated 138 millions Exports, leaving a balance of 33 millions 
representing an external indebtedness of about 8 millions. 

Part of Straits Export Trade to which Committee's advice to Treaty Ports ap- 

plicti the stronr/est. — It is the part of the trade with the immediately adjoining Dollar 

countries which have hitherto had community of currency with the Straits, but 
which the scheme will divorce. It is in the interests of these countries to i>o with 
the Straits in the change, and it is believed that they are all eager to do so. Of one 
of these countries, Sarawak, it is known that they are anxious to join, but that their 
application has been refused. 

The principal of these countries are : — • 

British North Borneo, Labuan, Sarawak and some ports of Dutch 
Borneo. 

Deli, Acheen and some other parts of Sumatra. 

Kedah, Kelantan, Patani, Singora and Tringanu. 

Combined, these cut-off-dollar countries represent a population of about 
1,600,000, out of the total of about 3 millions of the countries of the Archipelago 
now using the Dollar as currency. 

Special reasons to foUotu for the Straits the Committee's adcice given to China 
ports. — There are special reasons in the case of the Straits not to subject the 
hinterland trade to risky experiments. Neither Singapore nor Penang has a 
Cha;rter from Providence to hold its trade in perpetaity. Nor can they any 
more than Hongkong and the Treaty ports rely on retaining the trade, solely on 
account of their geographical position or freedom from Customs. 

The Straits have reasons to be even more careful than the China ports. 
Part of these reasons are internal conditions ; as for instance transit charges get- 
ting too high. Externally also the Straits are weaker than the China ports. 
There are two dangers under the latter heading: the hinterland countries doing 
the trade direct from their own ports, which practice is on the increase, and the 
hinterland trade remaining transit but being diverted to other distributing ports. 

Hongkong and the Treaty ports have, as likely ; competitors, principally 
China to reckon with. But the Straits have more dangerous competitors, and it 
will, it is' believed, be agreed that there is a tendency for trade to go past the Straits 
altogether. If that tendency succeeds from forces which cannot be overcome, the 
Straits cannot be blamed. But it looks suicidal were the Straits themselves 
to help therein by creating barriers through the mods of their currency reform. 
It cannot be conceived that a mistake shoiald be persisted in, perhaps simply 
because there is a reluctance to admit that the evidence had not been complete. 
It would be especially strange if trade were thus to be thrown away, when at the 
same time minds at home are bent on protecting and strengthening British 
trade. 

The small profits, which it might be thought could be made by delaying 
the unrestricted sale of the Straits Dollar, until it had reached the desired value, 
would prove illusionary. They could never make up for the trade lost. 



Coiij-liidvig j?tewar/iS.— There are thus two deterrepts. to prewnt the 
Stra^ifcs fio»f> divofcijjg currency from the. Hiafcerlarni. 

As regards the. general deterrent, the one applicable to every hinter- 
lapd, the Committee, themselves have, in the case of ChJBa ports and China, 
elearl}'^ pronounced on the subject. 

As regards the deterrent due to the trade peculiarities of the Straits, it is in 
this instaijce considered the correct thing, not to do more but to make out a prima 
fatjie case. Only two of the points will therefore be dealt with. 

And again, as regards these two points, "Indebtedness" and "Prohibition'', 
merely the outlines will be sketched and points indicated only. 

EFFECTS FROM EXTERNAL INDEBTEDNESS. 

Effects on T/idebtedness of Cnt-aff-DoUar-Hinterhiiid. At some stage of the 

scheme, the adjoining Dollar countries are bound (with the exception of the-Native 
States and Johore) to have a Dollar with a value of their own, diverging from that 
of the Straits. 

And that divergence may b(i very pronounced. While the protected Straits 
Dollar is rising, the Dollar of the.se cut-off-Countries would, if Silver declines, be 
falling. The breach might become a wide one. Assuming the Straits Dollar 
rushed up to 2/- (as the Rupee was rushed up in India from the start ro 1 /4) and 
the outside Dollar only falling to 1/6, (which is Only the neighbourhood of what it 
had previously been) the difference in value between the two currencies, which up 
to the last minute will be at par, would be 25 andioS^% respectively. 

In such a case, which is by no means an extreme one, unless the Debtor in 
the cut-off-Dollar-Countries pays SI 33^ for every 100 Dollars he owes, the Debtor 
in the Straits, the middleman, will get 25% less than what lie has to pay. The 
latter is almost sure to bo the case- If so, the Chinese middlemen in the Straits 
-will, through Government's action, unavoidably experience serious losses. In 
many cases they will be unable to face these losses, meaning bankruptcy, through 
iXQ fault of. theirs, to even the most houest, trailers. 

To say that this is an action of Government without precedent, would not 
meet the case, because there has never been a change in currency wdien such 
conditions as to indebtedness prevailed, or in the same proportion. But, it is 
believed to be correct to say thnt Government, Avhen realising tire 
harm, will not be a party to this kind of interference with private aEfairs. 
And, whatever may be thought of the magnitude of the evil, or its proportion to 
the whole trade, it is believed that there is nobody who would not prefer to see this 
hardship to individuals avoided, were such avoidance possible. 

.1 Xew land of Difficulty .— lu no other country would the same hardship be 
met with. In other countries this indebtedness, because being their internal-trade- 
indebtedness, would be included in the change, the currency would continue to be 
identical, and this kind of disturbance between debtor and creditor wonld then not 
arise. 

Were this equally the case here, the difficulties of fluctuatino- exchanc^e and 
of a change in currency would only be of the same kind as hitherto experience'd and 
m such a case the difficulties would indeed only be transferred from the trade 'with 
Gold countries to the trade with Silver countries. 

But quite a new kind of difficulty would be encountered here Different 
from anything with which the Straits had had so far to deal, and of such" a natni 
no Merchant of any nationality has as yet been called upon to cope with. 

And, for this class of trade, the banking arrangements do not exi.sfc whiob 
allow these difficulties to be avoided, while the majority of the raiddieraen cannot 
possibly guard against the same, not knowing how to overcome them at 1 ■ I 
not for some considerable time. ' ' ^ 
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Focunsiufi the Misimderstandinrf . — It is not here a question of abstract 

theories about which political economists argue without result. It is a question of 
what the real position and the governing factors are, and whether that position and 
the governing factors have been brought out by the evidence, or not. 

A scrntiny of the evidence, will amongst others, show the following differences 
between this paper and the evidence : — 

(a) The two different kinds of trade have not been sufficiently appi'eciated, 

(h) The e.xternal indebtedness has not been brought out at all. 

(f) The effect of the measure on the external indebtedness has not 
been realised. 

This is not to be wondered at, witnesses being clearly under the impres- 
sion that the relations between debtor and creditor would not otherwise be 
affected than by the ordinary fluctuations of Silver in the past. It has not been 
seen that the creation of two kinds of Dollars with different standards will produce 
a new and altogether different kind of disturbance from tlie liinterland. The 
difficulties arising in Singapore as between Debtor and Creditor were looked 
upon, and are still looked upon, to be the same for tiie present occasion as by past 
fluctuations in silver. This will be seen from the following extract of the Report 
by the "London and China Express" of a Meeting of the Straits Association in 
London on the 3rd June : 

" Mr. Thomas Whitehead drew attention to the ]30ssible wrongs that 
" might be inflicted on current contractus, and those extending over long periods 
" as between Debtor and Creditor. Mr. F. C. Bishop also pointed out that 
'• although they were proceeding on the same lines as had been pursued in 
" India, still, the conditions prevailing in the two countries were of a quite 
"dissimilar nature. Mr. Cuthbertson said, in regard to the relations between 
" debtor and creditor, he could only say the disturbance on the present occasion 
"would not be as large as it had been by the fluctuations in Silver. Looking 
" back to the past, he did not remember any very great difficulties arising in 
" Singapore as between debtors and creditors." 

And the view that " the disturbance on the present occasion would not 
be as large as it had been by the fluctuations in Silver", did prevail and was 
unanimously endorsed. 

Other Effects. — The effects of the misunderstanding on this score, will prob- 
ably not be limited to hardships to individuals. Harm will also ])e inflicted on the 
general trade. 

Friction, disputes and lawsuits are hkely to be tlie order of the day, 
disturbing the trade of the Straits and their customers, alienating the same. 

The losses of the middlemen might lead to numerous failures, reacting, on 
and dragging down with them other houses, not affected in the first line, 
European Merchants included. 

As the position gets to be realised distrust would spread, everybody would 
be suspected, and the Very foundation of credit might be shaken. But, the 
transit trade of the Straits is of such a nature that it can only be carried on 
by a free flow of credit. There is a risk here of a crisis of unparalleled magnitude. 

No reason and no necessity can be discerned, to run such a risk. If 
there are any reasons, they have not been disclosed. 

Concluding Bemarls. — The foregoing evils would of course be avoided if 
the neighbouring Dollar countries would go with the Straits in the Change. 
Such would be to their advantage as well. It is therefore natural to expect 
that all these countries would be eager to join. 

Sarawak, it has already been said, is known for certain to be anxious to 
join. Acheen and Deli are known on good authority to have been similarly 
disposed, and most probably the same is the case with the rest. 



But, while it seems thus within the reach of the Straits to maititain the 
same standard of value with the adjoining countries, the source of their pros- 
perity, the Committee's recommendations deliberately prevent their doing so. 
On the other hand, the Committee go out of their way to warn Hongkong and 
the Treaty ports, against a change of Standard unless concurrently with China. 

This is clearly a contradiction, which can only be explained by _ the 
misunderstanding it has been endeavoured to trace. But for such a misun- 
derstanding it would be incomprehensible that the road, admitted in an analogous 
case by the very Committee to be the only safe one, should when open, as it was 
in the case of the Straits, be forbiddden, and the difficult and dangerous road, 
where disaster may be met, advised to be taken in preference. 

The misunderstanding it is believed has arisen from the Committee having, 
misled by the evidence, looked upon that trade as analogous to the trade of 
Hongkong with Europe and the like, ie., as "ordinary trade," while it is unique 
but if anything analogous to the trade of Hongkong with China, i.e., " Hinterland 
trade"'. That would explain the contradiction, imd if this explanation is correct, 
which it is believed it will be found to be, adjoining countries would not only be 
bound to fall within the scope of the Committee's enquiry but it would follow, just 
as with Hongkong and China, that they should continue to maintain the same 
standard of value. 

Such, with dae deference, is believed to be the case. And, being expedient 
while practicable as well, the point it is intended to indicate is, that consideration 
will shew it to be advisable to so amend the Committee's scheme as to include 
as many as possible of the near dollar countries in the change, instead of as at 
present deliberately vdxlndirKj the same. By doing so, the effect on this unique 
indebtedness, involving "much individual suft'ering, amounting to wrong and much 
harm to trade, will be avoided ; while the object in view-fixity of exchange-will be 
made more secure, to the advantage of all — to the disadvantage of none. H the 
whole hinterland shares in the change, the Straits would have with all countries 
they trade with, China excepted, the same standard of value. 

PROHIBITION OF IMPORT AXD EXPORT OF CURRENCY. 

Prohibition will, it is believed, do more harm than the effects from external 
indebtedness. This also only as regards the hinterland trade, the nature of which, it is 
submitted had not been made sufficiently clear to the Committee. In countries where 
the hinterland is included in the change, prohibition could do no such harm, and Avhere 
the hinterland is like in India, a huge continent, it would even have passed almost 
unperceived. But in the Straits, where the change would include only a part of 
the hinterland, the position will be found to be entirely different. 

The main dangers of the measure are the effect on trade, and the delay 
prohibition will lead to. 

Effects on Tinde. —The prohibition of Imports will create a premium for the 
British and Mexican Dollar within the Colony. Since the adoption of the scheme 
by the Legislative Council there has already laeen such a premium, of 5% and more, 
merely m anticipation of the prohibition, which premium led to large shipments of 
specie from China and the Phihppines. But for those shipments, the Premium 
would already now have been higher. 

The moment prohibition is an accomplished fact, the premium is almost 
certain to go very high alike both for Dollars brought in from ordinary and hinter- 
land trade countries. Anyhow high enough to make the profits temptino- and an 
inducement to smuggling, so difficult to prevent with specie in o-eneral° Unless 
prohibition is to be a dead letter, there will have to be preventions against smug- 
glmg. There will have to be all the drawbacks of a Custom House and more 
minus only the payment of customs. But the meddling with trade is likelv to be 
greater and, because nobody is accustomed to. such interference, it will be much 
resented and create a serious danger to trade. The freedom of the port the 
utihty of which freedom has always been acknowledged and so jealously guarded 



in the past, will be interfered -with. The interference cannot but be harassing to 
the trade and the public. In the attempt to be effective, while not being able to 
be effective, it will become moreand more stringent. 

All this would be analogous to the City alone trying to introduce a new 
Sovereign (the same weight and fineness as the present one, but to which an 
artificial value of 26/- was to be given) by prohibiting the import of the old 
Sovereign from the rest of London, the old Sovereign being worth 20/- outside, 
and near 25/- inside the City. Smuggling could not under, such circumstances be 
prevented, even if extending the search of Customs Officers, not only to the 
luggage but, to the very purses and persons of travellers arriving from and 
leaving for the suburbs. 

And in the Straits smuggling would, from the nature of the locality, be 
easier, while there would be a vast number disposed towards it. A measure 
like Prohibition, while the Native States and Johore can be indifferent to it 
because they have not to rely on transit trade, might mean everything to the 
Straits. It might become a great impediment, and mean risking its whole transit 
trade. It is not as if Customers could not get served elsewhere. There are 
others only too ready to serve them. Creating such difficulties to their Customers, 
the Straits will only have themselvss to blame shoiild hereafter some of the trade 
go past them. The Hinterland being included in the change would also avoid this 
risk. 

Delay. — The longer the period of prohibition the greater of course the 
inconvenience to the hinterland trade in all its bearings, and the danger of the 
hinterland getting dissatisfied and disposed to deal through other channels. 
Each loss of hinterland trade means a corresponding loss of ordinary trade. 

If there is the anticipated action and reaction from Premium and smug- 
gling, it will be expressed by fluctuations of exchange, each fluctuation affecting 
anew the hinterland indebtedness. 

It is believed that Prohibition, apart from the certain trouble to trade, will 
delay instead of expedite matters. The period of Prohibition may become a 
very long one, impossible for any one to say how long. 

During that period of prohibition with its changing phases, the evils of 
fluctuations of exchange in the past will be added to and intensified, their scope 
will be extended, and the inducement to speculation increased beyond measure. 

The position seems to be about thus : — 

1. This scheme cannot be efiective unless the old currency is drained, 

2. The old currency will not be drained if there is smuggling. 

3. There is bound to be a premium for the old currency within the 

Colony, when its import is prohibited. 

I 4. If there is a premium either : — 

(a) Smuggling is bound to take place, whether the hinterland is in- 
cluded or not, leading to the old currency not being drained, i.e., delay, or, 

* (b.) Such stringent measures will have to be taken as to make smuggling 
impossible, which will interfere with the freedom of the port, i.e., harm to trade. 
There will either be delay, or harm to trade, or both; the latter the most likely. 

Other dangers, some impossible to foresee, arise out of the artificial position. 
The restricted currency can be cornered. Under the position created, it may at 
times be impossible for Exchange Banks to get cover. Mercantile Bills might be 
unsaleable, leading to a standstill of business. 

Other Observations. — The difficulties arise from the anomaly and novelty of 
the import of a coin being prohibited while still legal tender. The principle, in- 
volving as it undoubtedly does, interference with the free disposal of a man's own 
property, cannot be very palatable in itselfj while necessitating legislation of an 
undesirable kind, at the same time difficult to enforce. 



The whole system of using prohibition of Imports and Exports in order to 
drain one kind of currency out of a country is a new experiment, the very success 
of "which under local circumstances, seems doubtful. Besides, on analysis it 
is believed, it will be found that the experiment is such as quite to do away with 
the belief that the scheme proceeds on the same lines as pursued in India, The 
position of, and the way of handling the British and Mexican Dollars, constitute 
quite different lines. 

And, being an experiment of a new kind, it seems a pity that it should for 
the first time be tried in a locality and under conditions wbare it would do 
more harm than anywhere else. The scheme in reality consists of two quite separate 
and distinct schemes. The one analogous to India proceeds on known lines. 
The other, the mode of introduction of the rew and getting rid of tbe old 
Currency, follows an unknown road. The risk lies in the latter scheme. 

And that risk would be so great, that were fixity only obtainable by resorting 
to prohibition, it is held that it would not be expedient. But the question of 3xpe- 
diency does not arise. Because fixity, it can be shown, can be reached without 
prohibition. 

OBSERVATIONS. 

It i.s believed that the scheme as it now stands, contains the principles to 
considerably disturb trade. It is to eontribute towards the avoidance of this 
unnecessary suffering by the Straits and their commercial allies, that this paper 
has been written. All that has been aimed at was to make out a priiua facie case. 
The question remains whether such a case has been made <. ut. 

If the trade figures put before the Committee, and by which they had to 
go, were correct, there is no case. 

If Divorce and Prohibition can do no harm, there is for certain no case. 

If it is an advantage, or even not a disadvantage or wronw to inflict 
losses on the middlemen or to divorce the Straits currency from its hinterland, 
there is no case. 

If the prohibition of Imports and Exports of Currency cannot become a 
nuisance and impediment to trade, there is no case. 

If the same considerations do not at least equally prevail for the Straits 
hinterland trade as for the China trade with Hongkong and the Treaty ports, there 
might be no case. 

If the advantages of Divorce and Prohibition, if any, (and such as are 
unprocurable by other means,) outweigh the disadvantages, there might be no case. 

If the advantages of Divorce and Prohibition, if any, cannot, under local 
circumstances, be shown to be illusionary, there might be no case. 

On the other hand, if there is a case, there is nothing to be alarmed about. 
There is no serious harm done yet. No time has been lost The scheme 
can easily be so amended yet as to avoid the dangers of Divorce and Prohibi 
tion and other matters. And this need not only cause no delay, but it is believed 
will expedite matters. 

fV, Qt ^-f ^i^ '* necessitate the retracing of any steps. The introduction of 
the Straits Dollar which will be serviceable under any scheme, can be iust as 
well proceeded with without prohibition. "• 

CONCLUSION. 

A kind of fatality seems to have been at work, turning the best endeavours 
of public spirit and ability to do good, into a danger. ^".vuiub 

The vast labour of the Singapore Chamber of Commerce, the earnest 
deliberations of an eminent Committee, the co-operation of able witnesses, the 
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desire of the local Government to pnt the Currency of the Colony on a satis- 
factory basis, all alike having aimed at and worked for but to create the best, 
have only arrived at the worst. 

It will be granted that to impede the trade with the hinterland is the 
very worst that could happen to a country situated as the Straits. Yet that is 
what the recommendations of the Committee, it is believed through a misunder- 
standing which it lias been endeavoured to explain, are held to amount to. 

The Government can no doubt put the scheme through in its present 
form. They have the, power. Those who would suffer most by it are weak, 
ignorant and unable to judge this particular action, as to the rights and wrongs 
bf a Government. Therefore, if that action be persisted in, fixity will no doubt 
be reached but perhaps over ruins only. At the same time, it is certainly not 
the object of this Currency Jteform to risk any hurt to the Straits if that can 
be avoided. 

The whole subject reduces itself into two questions, viz. : — 

Can Prohibition and Divorce impede the Straits trade or not ? 

If they can impede the Straits trade, is it not expedient to ascertain 
whether those ianpediments can be avoided ? 

The conviction existing that there was a misunderstanding, made it in- 
cumbent to call attention to the same. And whether there is a misunderstand- 
ing or not, the scheme, unless amended, will, it is believed, expose the Straits 
Settlements and their customers — the neighbouring countries — to great arid 
absolutely unnecessary harm. 



A. HUTTENBACH. 

Pesanc;, 10th August, 1903. 
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Extract from the Report of the Straits Settlements Currency Committee. 



COUNTRIES FALLING WITHIN THE SCOPE OF THE COMMITTEE'S 

ENQUIRY. 

3. The Committee apprehend that, in addition to the Colony of the Straits 
Settlements, the scope of their enquiry includes the Federated Malay States of 
Perak, Selangor, Negri Sembilan and Pahang, and also the State of Johore. In the 
opinion of the Committee, it is desirable that the standard of value and the 
currency of the Straits Settlements and the Federated Malay States should 
continue to be identical, and they hold the same opinion with regard to Joliore. ' ' 

b. The Committee have learnt that Sarawak is anxious to join in such a 
scheme but they do not consider that any Colonies or States other than those 
already specified, fall within the scope of their enquiry. 

EXPEDIENCY OF A CHANGE. 

4L Fluctuation in exchange is undoubtedly a grave disadvantage to the 
community generally. It introduces an element of speculation which constantly 
interferes with legitimate business. The introduction of a Gold Standard will not 
do away with this evil, but will transfer it from the trade with Gold countries, to 
the trade with Silver countries. The trade with Gold countries, however, is much 
larger than that with Silver countries, as will be seen from the figures supphed by 
the Singapore Chamber of Commerce (Appendix 18 (12). ) The disproportion in 
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favour of trade with Gold countries, will be increased by tlie recent addition mthe 
near future of the Philippines. The same course may be followed in other countries 
wiih which the Straits are in commercial relations, and which now employ the Silver 
Standard, but we see no prospect of any such change being made in China ; and the 
places imraediaiely adjoining that country, which depend largely for their pros- 
perity on their trade with it, will consequently have a strong inducement to main- 
tain the same standard of value. 

42. Although the aggregate of the trade with China and the other Silver 
using countries is smaller in amount than that with Gold countries, ih has been 
represented to us that the number of transactions with the silver-using countries is 
larger, and that although the existing evils might be transferred to a different class 
of operations by the adoption of a gold standard, their magnitude would not 
really be reduced. 

46. It has been argued that, as the Straits is a collecting and distributing 
centre for purposes of trade, and as many of the countries with which it has 
commercial relations have hitherto had a silver standard and hnve used the same 
coins, the adoption of a gold standard tnay scT'iously affect its prosperity. We are 
not prepared to say that there is no force in this argument, but we think that too 
great weight may easily be attached to it. Singapore is a great centre of trade by 
reason of its natural advantages, and its f^-eedom from Customs duties. In these 
respects the adoption of a gold standard will not make any change. 

47. In trade between silver countries and gold countries the difficullies of 
a fluctuating exchange must be encountered at some stage, and the evidence 
before us justifies the belief that the Chim-se merchants who chiefly manage the 
trade between the Straits and the adjoining silver-using countries are as well 
fitted to deal with difficulties of that nature as merchants of any other nationality. 
Moreover, in any case where the countries adjoining the Straits Settlements 
now use, or may hereafter adopt, a gold standard, the difficulties of a fluctuating 
exchange so far as they arise from a difference of standard will be not transferred 
but wholly removed. 

50. It will be seen that, apart altogether from the question of practicability, 
there are arguments both for and against the expediency of estabhshing a gold 
standard in the Straits Settlements. We have tried to set out these arguments 
with impartiality, and while we do not think a gold standard should be pressed on 
the Straits Settlements against the wishes of the Government and the people, we 
are equally of opinion that no objection should be raised on the part of His Majesty's 
Government to the principle of the change, if the Government of the Straits Settle- 
ments, after considering all sides of the question, should decide finally in favour of 
an alteration from the silver to the gold standard. 

PRACTICABILITY OP A CHANGE. 
58. Simultaneously with the arrival of the fii"st supply of the new dollars, 
and with the making of them legal tender, the import of Mexican and British dollars 
should be temporarily prohibited and the export of the new dollars should also be 
prohibited. As there is ordinarily a large import of Mexican and British dollars 
into the Straits, and subsequent export of them, we think it likely that when their 
import is prohibited there would be a tendency towards a considerable drain ef 
these coins from the Straits Settlements, and if the new dollars are freely supplied, 
the change of currency might be completed without any great delay. 



